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FINANCING THE PUBLIC VET SYSTEM  
IN ALBANIA1,2 

Current status, challenges and solutions 

Introduction 
 
The Vocational Education and Training (VET) system in Albania is currently in a very dynamic phase. 

Since June 2014 responsibilities for ‘vocational education’ (VE) for young people have shifted to the 

Ministry of Social Welfare and Youth (MoSWY) that had hitherto been responsible for the ‘vocational 

training’ (VT) for adults only. Through the Strategy on Employment and Skills (2014 - 2020), this 

ministry has declared the vision of integrating VET and employment policies. As a consequence, 

VET providers, including vocational schools (VSs) and vocational training centres (VTCs), should be 

flexible, able to respond to regional labour market needs and collaborate with local businesses.  

 

The restructuring of the VET system has triggered the need to review the legal framework that 

governs the system. To this end, ETF, ILO and GIZ have built a team of national and international 

consultants, responsible to prepare the new VET legal package (new law and by-laws). This team 

builds on previous work undertaken and collaborates closely with a wider working group, composed 

of important stakeholders in the VET system.  

 

An important aspect to review in the new legal basis is the financing of the VET system. Previous 

studies have acknowledged the fact that the system is not only underfunded, but also lacks 

efficiency in the management of funds. The latter is due to a partly unclear or incomplete legal 

framework and the consequent unclear roles of some actors. For example, the current VET law 

acknowledges the state/local government budget as source of funding. However, local government 

do not contribute to VET school maintenance as they are supposed to do. The law also recognizes 

the right of VET providers to generate their own funds. However, the actual status of VET providers 

limits their possibility of providing products or services and retaining possible revenues. 

 

The present paper analyses current processes and issues of VET system funding and financing in 

Albania. It examines whether internationally accepted budgetary system principles are met; it 

identifies challenges and possible solutions, including changes to the legal framework aimed at 

improving the functioning of the VET system. More specifically, this paper analyses who plans which 

budget allocation for both VE and VT and in which way; who decides on budget allocations; how 

funds are disbursed; how authorities and public VET providers can use these funds for different 

items (categories); whether and how public VET providers can generate additional income; how 

authorities and/or VET providers are made accountable and report about funds used3. 

 

                                                                 
1
This paper has been drafted in the frame of the assignment “Local expertise to support the formulation of VET 

legislation in Albania”, financially supported by ETF. 
2 For the terminology and cross-checking of findings, I consulted: Klepsvik, Knut, et al. (2014), “Budgeting in Albania”, 

OECD Journal on Budgeting, Vol. 13/2. http://www.oecd.org/gov/budgeting/Budgeting-in-Albania.pdf 
3See ETF Terms of reference, p. 4 

http://www.oecd.org/gov/budgeting/Budgeting-in-Albania.pdf
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1. Principles of a budgetary system 
 
The VET financing system is analysed from the perspective of principles of a public budgetary 

system. Allen and Tommasi (2001), in their OECD handbook on “Managing public expenditure – a 

reference book for transition countries”, identify three objectives a budget process should fulfil: (i) 

aggregate fiscal discipline referring to the overall expenditure control and the main role of the 

Ministry of Finance to ensure macroeconomic stability; (ii) allocative efficiency to reach policy 

objectives through resource allocation in strategic areas either intersectorally by interministr ia l 

coordination mechanisms, or within strategic areas through the prioritization of programme 

activities in line ministries and spending agencies; and (iii) technical efficiency dealing with 

operations or service delivery in directorates, programmes and projects to ensure operational 

performance. 

 

As will be analysed in following sections, several institutions are playing a role in the Albanian public 

VET financing system. They profoundly influence the rules upon which they operate and budgetary 

outcomes. In this regard, the budgetary system should be characterized by comprehensiveness, 

which is fundamental for the strategic prioritization and the legal framework and must include the 

basic principles of integrity and universality of the budget. Accountability mechanisms are needed 

as well, ensuring that politicians and public officials respond periodically to questions concerning 

their activities and are held responsible for the exercise of the authority provided to them. 

Accountability requires clarity in the definition of roles, responsibilities and eventual consequences 

that can include rewards or sanctions if public funds are misused. Transparency underpins 

accountability. Financial information should be made available on a full, regular, timely basis and 

in an understandable format. To process and disseminate this information, competent legislative 

staff and independent public media are essential. Predictability is important to ensure operational 

performance. Not being able to predict financial resources, undermines strategic prioritization and 

makes it hard for public officials to plan for the provision of services. To achieve efficient and 

effective operational performance, flexibility in decision-making is important, both at policy level 

where ministries should be given authority to make decisions concerning their particular sector and 

at operational level where managers should have the authority to take decisions. However, such 

flexibility needs to be balanced by appropriate rules and standards of conduct, proper arrangements 

for accountability, and control mechanisms. 

2. Main Actors involved in the VET financing 
 
Public VET is funded by the state budget, local government budget, national and international 

programmes for VET, contributions of employers and employees, donor contributions, sponsorships 

and other sources allowed by law. Public institutions providing VET may also perform financially 

profitable economic activities (articles 27 and 28 of VET law, amended in 2011). As a result, many 

actors at national, local and provider levels are involved in the VET financing system. Figure 1 

attached below illustrates the VET financing process. In addition, Table 1 lists in more details the 

various roles in the VET financing system of different actors such as the MoSWY, Ministry of 

Education and Sports (MoES), National Employment Service (NES), Ministry of Finance (MoF), 

Ministry of Economic Development, Tourism, Trade and Entrepreneurship (MoEDTTE), Regional 

Development Council (RDC), National Agency for VET and Qualifications (NAVETQ), Local 
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Government Units (LGUs), VSs, VTCs, international donors, private sector, VET providers’ board, 

and VET students/parents. 
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 Figure 1. VET financing system 
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Figure 1 shows the AS-IS budget cycle comprising needs assessment, planning, allocating and 

disbursement. The Budgetary calendar issued by the Ministry of Finance sets the timeline of this 

process. It starts with the aggregation of needs identified by providers, dormitories, and institutions 

responsible for VET administration and policy making. The MoSWY is the highest institution 

responsible for VET budget planning and allocation. It collects the needs from VSs, as well as VTCs 

via the NES, and prepares the budget for the programme “employment and vocational education 

and training”. LGUs could also send to MoSWY the needs identified for funds in VS. Both the NES 

and NAVETQ send their own financial needs to MoSWY, as well. The budget is planned at the unit 

responsible for budgeting at MoSWY with the input of the Directory of Employment and VET, 

respecting the overall budget ceilings (decided by the MoF) and following the priorities and 

objectives of the employment and VET programme.  

 

MoSWY prepares a Medium Term Budget Plan for a three-year period following a programme-based 

classification and a classification of the source of financing. For all programmes, are detailed the 

products, which includes the definition of objectives. Each year the planned budget for each 

programme is detailed according to nine expense items: salaries, social insurance contribution, 

goods and services, subventions, other internal current transfers, foreign current transfer, transfer 

for families and individuals, tangible capital expenditure, intangible capital expenditure. The source 

of funds is indicated for each of the nine items, using five categories (called chapters in technical 

language): the budget, donor funds, local costs, VAT, and own revenues. Based on this document, 

the budget plan is discussed at the MoF.  

 

Since 2014, the Directory of Coordination and Realizing Priorities of Economic Priorities has been 

established at the MoEDTTE (previously under the MoF), which is responsible for Planning Public 

Investment (the acronym used in Figure 1 is Investment Planning Unit (IPU)). Public investment 

project proposals coming from all line ministries are analysed against a number of pre-selected 

criteria. For each project must be provided the project plan, feasibility study, and other economic 

analysis. If a proposal needs improvement or more evidence, it is returned to the line ministry for 

further elaboration. The list of selected public investment projects is then sent to the MoF to finalize 

the state budget, which in turn is discussed and approved at The Assembly. The budget can be 

reviewed in May. 

 

By the end of each year the MoSWY allocates and details the budget for all subordinate institutions 

and prepares a cash flow plan to be sent to the treasury unit at the MoF. This plan provides the 

basis for the disbursement of funds. The MoSWY retains responsibility for big investment projects, 

including related tendering and payment processes.  

 

Budget allocation at provider level (for salaries, operational costs and investment) differ by type of 

provider. The NES is in charge of allocating the budget to VTCs, while the MoSWY allocates the 

funds directly to VSs. There are 7 joint VSs in Albania, meaning that vocational profiles are offered 

in gymnasiums or foreign language schools. Most of these joint schools (the ones offering general 

and VE), operate under the authority of the MoES, which shares responsibility with the MoSWY on 

the VE component. The budget covering VET teachers’ salaries and operational expenses for 

technical profiles in these joint schools is disbursed from the nearest dedicated VSs appointed for 

this function. As regards these joint schools, the MoES could be considered as partially contributing 
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to the financing of VE, since it covers the salaries of general subject teachers (teaching in both 

gymnasium and technical profile classes) and other costs related to the shared facility.  

 

Since the beginning of 2015, all VET providers have a financial officer, although some smaller VSs 

“share” the same financial officer. One respective officer can be responsible for the financial 

management of up to three VSs, which includes mainly budget execution and disbursement. 

 

In the frame of decentralization, pre-university education is a joint function of both central 

government and LGUs. In this context school buildings are the property of LGUs who are in charge 

of periodic maintenance and investments. In addition, LGUs are by law responsible for the financing 

of dormitories (including salaries and operational expenses) and take decisions concerning the VS 

scholarships. Respective funds on scholarships are allocated by the MoSWY to the LGUs who in turn 

forward these funds to the dormitory or to the account of the beneficiary student in question. LGUs 

can apply for funds for VS investments through a competitive bidding process. Decisions are taken 

by the RDC, which is chaired by the Prime Minister and where several ministers, local government 

organizations etc. are members. Each LGU receives an unconditional transfer from the central 

government to fulfil their (LGUs’) needs. Facility maintenance costs can be covered by this transfer. 

To meet their functions with respect to VE, LGUs are allowed to use their own revenues as well. In 

reality, however, LGUs do not always meet their responsibilities concerning the maintenance and 

utilities of VS facilities, which hampers the learning and teaching process and depreciates the 

facilities. LGUs don’t have any legal obligation as regards the funding of VTCs.  

 

Budget reports are regularly prepared by the MoSWY and presented to the MoF. The latest 

comprehensive reports have been published online, but these are mainly limited to disbursements 

according to the different programmes and items (covering both capital and current expenditure). 

In the MoES and NES, an internal audit function is executed by the persons in charge, ensuring 

also that the budget execution is in line with legal provisions. The State Supreme Audit institution, 

through its audits, aims to ensure an effective, efficient and economical use of public funds, public 

and state property, the development of an appropriate system of financial management and the 

implementation of proper administrative activities4. It also plays a role in the public VET financing 

system by auditing central level institutions. Internal audit at MoSW and Financial Management and 

Control at MoF play the control role on Ministry level. For VET providers, the NES and MoSWY are 

directly responsible for budget control, for VTCs and VSs respectively. While the chain of command 

is followed as regards the reporting and control in VET institutions, the execution of the joint 

functions of LGUs regarding VE is partly not regulated. Both the State Supreme Audit and 

Prefectures5 (representatives of central government in the regions) have the right to control budget 

execution at local level, but in essence this function has not been performed. What remains a huge 

problem is that the unconditional grants received from the central government to cover 

maintenance and utility costs does not oblige the LGUs to use funds for these purposes, which puts 

VSs at risk. LGUs present financial/budget reports to the LGU council. As will be analysed in the 

section below on financing by type of budget item, central government came up with ad-hoc 

solutions by settling bills directly. This in turn created the expectation on the part of LGUs that this 

would become the rule and VE would become the sole responsibility of central government.  

                                                                 
4 Law 154/2014 on State Supreme Audit Institution, Retrieved at: http://www.klsh.org.al/web/Legislation_90_2.php 
5 DCM 202/1998 on Prefectures, Retrieved at: http://www.ikub.al/LIGJE/803260012/Article_Per-detyrat-e-aparitit-

administrativ-te-prefektures-.aspx 
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The process, as described above, refers to the flow of funding VET from its main source, the state 

budget. International funds coming from donors are channelled through these streams or are 

planned and disbursed according to individual contracts signed. Albania uses an Integrated Planning 

System (IPS), where international assistance is reflected in the budget lines for different 

programmes. If certain budget items are covered by international funds, as the respective source 

of funds is provided in the “expenses according to the institutions and programmes” table prepared 

by the MoSWY.  

 

The European Union is the main donor in VET. For the period 2016-2020, Albania will benefit from 

IPA (Instrument for Pre-Accession Assistance) II funds, where support to employment, VET & social 

policies (providing effective vocational training; better employment services and labour market 

policy; inclusion of vulnerable people), is one of the priority sectors. Funds for this period and sector 

amount to a total of 30 million Euro, which will be channelled through direct Budget Support to the 

MoF. In 2014 the European Commission adopted a decision regarding the conferral of management 

of EU funds to the Albanian authorities for component 1 of IPA I. This accreditation for IPA I is 

expected to be the basis for indirect management of respective programmes funded from IPA II6. 

The Central Finance and Contracting Unit (CFCU)7 under the MoF is responsible for IPA II tendering, 

contracting, payments, monitoring, control & reporting, while line ministries are responsible for the 

technical implementation of EU financed projects, through Operative Structures designed for this 

purpose. One of these OS already installed at MoSWY to cover IPA I will have delegated functions8
.  

 

As part of the revised Employment Promotion Law, the setting up of a National Employment and 

Skills Development Fund (NESDF) is currently being discussed. This fund is expected to bring 

together funds from different sources, including the state budget, obligatory contributions by both 

employers and employees, other contributions from the private sector (who agree to participate in 

the NESDF with a specific percentage of their profit tax), donors, philanthropic donations and other 

sources of funds as provided for by the law. Based on this draft (Employment Promotion) law, the 

fund is planned to cover financially the activity of the “to be established” National Agency on 

Employment and Skills Development (NAESD), which based on the same draft law, is supposed to 

be responsible for labour market policies and VET providers administration as well. This means that 

all funds for VE, VT and employment policies will go under this Fund.  NESDF administration 

procedures have to be defined by a joint instruction of MoSWY and MoF. If approved, the Fund 

may offer a sustainable solution to address the problem of the VET system of being underfinanced. 

It would also contribute to a changed behaviour of businesses who, for the moment, do not co-

finance the system.  

 

VET providers are allowed by law to generate income, another possible source of funds. As will be 

further discussed, the regulations on income generation are incomplete and not harmonized across 

the different types of providers. VTCs have to predict these revenues (mainly through trainees’ 

fees) and then transfer the generated amounts to the treasury account. VTCs are able to use a 

                                                                 
6EC (2014), Indicative Strategy Paper for Albania (2014-2020), Retrieved at: 

http://ec.europa.eu/enlargement/pdf/key_documents/2014/20140919-csp-albania.pdf, p.8 
7 Information on The Central Finance and Contracting Unit at MoF, Retrieved at: 
http://cfcu.minfin.gov.al/?crd=1,2,11,0,0,2539&ln=2 
8Ministry of Integration Brochure, p.19; DCM No 23, date 12.01.2011, (amended with DCM No.850, Date 14.12.2011 

and DCM No.707, date 21.08.2013) 

http://ec.europa.eu/enlargement/pdf/key_documents/2014/20140919-csp-albania.pdf
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certain percentage of that amount, not directly but according to a disbursement plan approved by 

the MoSWY and the MoF (cash flow plan). Some of VSs also generate own income. However, the 

respective legal framework is not comprehensive; according to VSs, relevant instructions and 

procedures are not well explained. In an attempt to solve immediate problems and cover urgent 

expenses, these providers have created the School Board Fund into which students/parents pay 

their contributions. These are not channelled through the providers’ unique treasury account. Any 

financial support by businesses, which is not regular and mainly in-kind (for equipment, 

consumables etc.), is not capitalized and is in most of the cases not reflected in the official 

accounting system of the VET provider. 
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Table 1. Actors’ role in VET financing System 
Actor Role in VET financing system  Budget 

planning 
Budget 
allocation 

Spending/ 
disbursing 

budgets 

Reporting & 
Controlling 

Challenges  

MoSWY  the higher central government 

institution responsible for VET; 
 Department of Employment Policy and 

VET is responsible for policy design; 
 Finance and Budget Sector has a 

leading role in VET financing system 

 

 collects VET 

system needs 
for funds; 

 plans the 
medium-term 

and annual 
budget for 

VET system 
actors 

 current and 
capital 

expenditures 
are planned, 

specifying also 
the source of 

funding (state 
budget, 

external 
assistance, 

own 
revenues) 

 

 level and 

allocation for 
VET providers 

and 
supporting 

institutions  
 conditional 

transfer on 
scholarships 

 RDC to LGU 

 approves the 

cash flow plan for 
all VET funds 

 directly approves 
disbursements 

for VSs (on a 
monthly basis),  

 settles bills for 
investments in 

VET institutions 
directly with  

contractors 

 prepares budget 

reports for MoF not 
less than four times 

per year 
 exerts budget 

control of NES, VSs 

 there are no 

reference costs per 
student for each 

profile 
 42 VSs are being 

financially managed 
directly from 

MoSWY 
 former roles by 

MoES financing have 
been transferred/ 

adopted, but not 
procedures as 

investment decisions 
(technical 

secretariat) 
 MoSWY still doesn’t 

have a full inventory 
and capitalization of 

assets  
 decisions to open 

new profiles or 
increase students/ 

trainee intake are 
largely taken 

without prior cost 
analysis 

 difficulty to forecast 
income generation  

MoF  a guiding role, controller and auditor 

of budget cycle through continuous 
contacts & scheduled meetings 

 defines budget ceilings and issues 
each year annual instructions on 

budget planning and execution  
 has appointed specialists for MoSWY 

budget  
 coordinates the work of RDC 

 coordinates 

the work on 
medium term 

budget plan 
with MoSWY, 

MoEDTTE and 
LGUs 

 allocates the 

budget to 
central 

government 
institutions 

 allocates 
unconditional 

transfers to 
LGUs 

 controls unified 

treasury system 
including 

disbursements/ 
payments 

according to the 
cash flow plan for 

each institution 

 ultimately 

responsible for 
financial control of 

public funds  
 the right for 

inspections 
(coordinated with 

SSA) 
 public reports at 

least 4 times per 

 rigidity of cash flow 

plan 
 monitoring based 

only on 
expenditures not on 

performance  
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 allocates 
Regional 

Development 
Fund following 

RDC decision 

year on budget 
implementation 

MoES  shares responsibilit ies for VET with 
regard to the training of general 

subject teachers  
 most of joint schools are operated by 

MoES 

 budget for 
general 

subject 
teachers and 

teaching 
materials in 

joint schools is 
planned by 

REDs 

 MoES 
allocates 

funds to REDs 

 REDs responsible 
for budget 

implementation/ 
disbursements in 

joint schools 
under MoES  

 REDs and MoES do 
audits 

 Unclear 
responsibilit ies on 

joint schools, 
sharing the same 

general subject 
teachers and 

facilit ies 

MoEDTTE  DCRPEP responsible for Planning 

Public Investment 

 reviews 

project 

proposals for 
investments in 
VE 

infrastructure  
 decision is 

sent to MoF 
for MTBP 

    new unit, 

overlapping with 

MoF, no clear 
procedures on 
decision making and 

priorities.  
 Published evaluation 

criteria but no 
weight & measures 

RDC  takes decisions on the Regional 

Development Funds for investment 
projects in different LGUs 

 Grants for Education are one of the 8 
grants allocated 

 headed by the prime minister, 15 
members (9 ministers, local 

government etc.) 

 calls for 

project 
proposals at 

least once per 
year 

 grant for 
education is 

one of the 7 
grants under 

Regional and 
Local 

Development 
Program  

 allocation 

from MoSWY 
to beneficiary 

LGUs  

 LGUs pay private 

contractors who 
had won 

contracts 

 appointed ministers 

and Albanian 
Development Fund 

to report on 
progress to the 

Department of 
Developing 

Programmes and 
Strategic Planning 

(DDPSP) (at the 
Prime Minister’s 

Office) 

 LGUs receive grants 

for VE, but 
investment projects 

in education are 
classified under the 

MoES programmes 
on pre-university 

education and there 
is no respective VET 

grant 
 Minister of SWY is 

not a member of the 
RDC 

VSs  direct beneficiaries of the state 

budget funds for current expenditures 
(staff salaries and operational costs)  

 VS boards identify funding needs 
based on annual school plan, 

comprising activity plan and budget 

 identify the 

needs and 
prepare a 

school budget 
to be 

approved by 
the board 

 MoSWY 

transfer 
budgets to 

VSs  

 all VSs (except 

for joint schools) 
have individual 

accounts  
 one financial 

officer 

 in the past only 

‘national VSs’ 
prepared a budget, 

now all VS have to 
do so 

 accounting reports 
expected to be 

 VSs are 

underfunded 
 Ambiguity/ partly 

unclear rules re. 
financial 

management after 
the shift to MoSWY 
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 have staff responsible for financial 
management, although not always full 

t ime 
 students don’t pay tuition fees 

 collect and manage so-called “board 

funds” composed of students/parents’ 
contributions (5-10 Euro per academic 
year). This budget is used for 

consumables, small expenses such as 
fixing windows, broken glass, 

payment of additional security guards 
etc. 

 MoSWY 
decides on 

each VS 
budget 

responsible for 
several VSs 

 funds for salaries 
and operational 

costs for joint 
schools are 

transferred from 
the nearest 

appointed VS  
 salaries are 

transferred to 
individual 

accounts 
 public 

procurement 
process 

organized 
centrally for high 

value 
investments 

controlled by 
MoSWY 

 some VSs use 
additional bank 

accounts outside the 
official budgetary 

system 
 lack of complete and 

clear legal 
provisions on 

income generation  
 informality/ lack of 

transparency in 
accounting 

 need for capacity 
building in financial 

management 
 VSs execute the 

allocated budget 
based on items 

already decided 
limiting the flexibility  

VTCs  Institutions dependent on and 

managed by NES  
 trainees pay a course fee, although 

disadvantaged jobseekers are exempt 
from this payment 

 higher independence and flexibility in 
operations and financing, compared 

with VSs  
 more clearly defined financial 

management procedures and better 
funded institutions compared with VSs 

 budget 

planning 
based on 

historical data 
and plans for 

investment 
 estimates  are 

made of the 
income 

expected to 
be generated, 

as well as 
expenses to 

be covered by 
these 

revenues 
 course fees 

and policy on 
fee exemption 

are decided by 
MoSWY 

 NES allocates 

the budget 

 direct 

disbursement of 
current 

expenditures 
 there is a joint 

order that allows 
the use of 90% 

of the income 
generated, which 

are first 
deposited in the 

treasury account 
and can be used 

afterwards 
following a 

disbursement 
plan 

 NES and MoSWY 

control based on 
financial statements 

 the fact that VTCs 

can spend their 
income only 

according to 
approved expenses 

and disbursement 
plan does not allow 

much flexibility  
 predefined and not 

attractive salary 
levels for full-time 

and part-time 
instructors is a 

demotivating factor 
as regards the 

generation of more 
income and its use 

for more activities 
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LGUs  shared responsibilit ies for pre-
university education, including VE (but 

not VT) 
 are the owners of schools & dormitory 

buildings but not of VT buildings 
which are rented or owned by MoSWY 

 responsible for the design and 
implementation of education 

infrastructure projects  
 receive conditional and unconditional 

grants9 from central government  

 can collaborate directly with donors to 
finance the VS 

 can use their own funds to finance in 
the VS 

 manage dorms where VE students are 

accommodated as well 
 decision making or allocation role for 

the scholarships  

 expected to 
plan a 

maintenance 
budget for 

every school 
based on a 

"per student" 
formula 

 present 
investment 

project 
proposals to 

RDC and/or 
MoSWY 

 plan the 
dormitory 

budget 

 unconditional 
transfer to 

cover 
maintenance 

is allocated 
based on 

number of 
schools  

 transfer 
budgets for 

salaries and 
operational 

costs to 
dormitories 

 Scholarship 
funds received 

from MoSWY 
are allocated 

to LGU where 
dormitory is 

located 

 LGUs pay directly 
providers of VS 

maintenance 
services, utilit ies, 

dormitory supply 
for kitchen and 

other materials  
 select contractors 

for investments 
through a 

tendering process  
 dormitories pay  

salaries for 
employees and 

cover small 
operational 

expenses 

 LGUs don’t report 
on unconditional 

transfers spent on 
VE 

 conditional transfers 
and grants are 

easily controlled and 
reported through 

national public 
accounting system 

 MoSWY (and MoES) 
don’t receive reports 

on the services 
offered by 

dormitories  

 most of the LGUs do 
not fulfil their 

responsibility to 
cover maintenance 

and utility costs and 
there is no 

instrument to 
ensure this  

 funds are not 
distributed on a “per 

student formula” 
 limited information 

on the dorms  
 no link with VTCs 

 future role of LGU 
after the reform still 

to be defined 

Private 
sector 

(mostly 
bigger 

employers) 

 chair the VET providers’ Board 
 future contributors to NESDF, when 

operational 
 enable internships and 

apprenticeships in collaboration with 
VS and VTCs 

 offer non-formal training for 
unemployed jobseekers with subsidies 

(part of salaries and all social 
contributions) paid by NES 

 organize training for their own staff 

 private 
support is not 

reflected in 
any of VET 

budget plans 
 NESDF is 

expected to 
be considered 

as special 
fund in the 

state budget 

 NESDF, when 
operational, 

will fund the 
NAES activity 

 still to be defined  labour inspectorate 
is to ensure legal 

compliance and that 
interns are not used 

as cheap labour, 
substituting ordinary 

staff 

 formal role as board 
directors 

 resistance to cover 
on-job insurance 

and co-finance 
internships 

 need for regulations 
and incentives to 

stimulate dual 
training 

 need for a law and 
by-laws on NESDF 

 unclear if NESDF will 
be used for VE as 

well 

Donors   major contributors to VET 
development (technical assistance and 

investment rather than operational 
expenses) 

 foreign 
assistance is 

planned and 
coordinated at 

national level 

 funds 
channelled 

mainly via 
implementing 

agencies 

 investments in 
infrastructure 

disbursed 
according to 

special contracts.  

 information base on 
donors’ activit ies 

maintained by 
DDPSP in Albania  

 if international 
bidding procedure is 

applied, there is low 
disbursement due to 

lack of capacity to 

                                                                 
9 LGUs can allocate unconditional grant according to their needs while conditional grant has a dedicated destination  
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 following IPS, international aid should 
be reflected in the VET programme 

budget as sources of funding, 
although technical assistance and 

direct contributions to the providers 
are not reflected in the total budget 

for VET 

through 
DDPSP 

 based on 
needs and 

priorities 
identified by 

MoSWY and 
donors  

 much 
progress on 

donor 
coordination 

in VET, 
including joint 

initiatives 
 joint initiatives 

with the 
government  

 cases of 
internationals or 

Albanian 
authorities who 

manage the 
bidding process  

 costs incurred for 
technical 

assistance and 
other initiatives 

(teacher training, 
materials, etc.) 

are borne directly 
by implementing 

agencies  

 reporting is 
performed under 

the regulations and 
instructions of the 

international 
agencies/ 

governments 

meet standards 
required in  project 

proposals (e.g. WB 
Education 

Excellence and 
Equity program) 

 no accurate national 
mechanisms for 

audits and 
measuring efficiency 

of investments, 
which decreases the 

international actors’ 
trust (mainly for 

lending –as was the 
case with Central 

Europe Bank) 
 cases of donors/ 

foreign agencies 
assisting the 

providers but this is 
not reflected in the 

official account 
records. 

Students/ 
trainees  

 VS students and VTC trainees  both 

contribute to funds (fees and 
payments) and are direct beneficiaries 

(among others, through scholarships) 
 Trainees’ fees and students’ payments 

for accommodation are acknowledged 
by law and are registered as official 

VTCs income  
 pay the course fee in VTCs, if not 

belonging to vulnerable groups 
 students pay for the “board fund” to 

cover immediate expenses 
 in many cases students pay for 

consumables (tourism, confection) 

 trainees’ fees 

(some 
categories of 

trainees are 
exempt) and 
scholarship 

scheme are 
regulated with 

by-laws 
 VSs and 

parents’ board 
decide on the 

amount of 
payments by 

students, 
based on 

uncovered 
funding needs  

 there are 
cases of VS 

 VS use funds 

from the 
“board fund” 

according to 
needs 
identified. 

This plan is 
approved and 

transparent. 

 income through 

training fees can 
be spent  in line 

with the cash 
flow plan  

 funds collected 

from students are 

paid into an 
additional bank 
account (or not) 

and are used 
when small 

purchases are 
needed, directly, 

not through 
public 

procurement 

 VTCs prepare official 

statements that are 
controlled by NES 

Income and 
disbursements are  
documented and 

follow the legal 
framework 

 VSs don’t report on 
“board funds” 

 VS students’ 

payments are not 
official, even if all 

VSs keep record of 
the income and 
spending 

 not being able to 

find other support, 
students’ families 
bear the costs for 

consumables and 
some operational 

expenses 
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students who 
contributing to 

the purchase 
of 

consumables 
for practice 

hours (e.g. 
ingredients for 

cooking class)  

NAVETQ  offers supportive functions to the VET 
system such as curricula 

development, accreditation/ 
certification, vocational qualifications 

and teacher training10  

 for a curricula (for VSs) to be official, 
has to be developed and approved by 

NAVETQ  

 under the 
MoSWY 

budget, 
constrained by 

budgetary 
limits 

 from MoSWY 
(previously 

from MoES) 

 operates like any 
other dependent 

institution, 
directly 

disbursing the 
allocated budget. 

 reports to MoSWY  should prepare VTC 
course curricula, 

new/ updated VS 
programmes, 

qualification 
standards etc., but 

lack of  financial and 
human resources 

limits their activity 
 formerly: as long as 

NAVETQ was an 
executive agency of  

MoES, nor 
development work 

was done for VT 
 need for a new DCM 

on the updated 
status 

NES  responsible for VTC management  
 through employment offices, assigns 

unemployed jobseekers to training in 
VTCs 

 expected to have new role on both 
VSs and VTCs  management in the 

frame of National Agency for 
Employment and Skills 

 if NESDF becomes operational, more 
sources of funds are available 

 responsible 
for 

administrative 
and VTC 

budget 
planning 

 distributes 
funds among 

VTCs 

 settling of 
invoices for 

investments at 
VTCs (if not by 

MoSWY)   

 to MoSWY on a 
regular basis 

according to the 
legal requirements 

 need for capacity 
building if additional 

responsibilit ies are 
added 

                                                                 
10 The MoSWY charged NAVETQ with the task of organizing teacher training in VET in May 2015. 
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3. Financing of different budget items in VET 
 
As mentioned before, different procedures for the planning, allocation and disbursement of funds 

are used for current and capital expenditures. Based on an analysis of budgetary programmes 

covering “vocational education” in the period from 2004 to 2015, approximately 63% of the budget 

for VE was planned to cover salary and social insurance expenses, 22.6% investments and 14% 

goods and services. “Vocational education programme” was included in MoES budget till 2014. 

Since 2015, this programme is part of MoSWY budget and as it can be observed from Figure 2, 

budget for VE has decreased, mainly in salaries item. This decrease is as a result of funds covering 

non vocational programs in joint schools, which remained under MoES budgetary lines.  Compared 

with 2014, the budget dedicated to investment in VE has increased. The VE programme budget for 

2015 amounts to approximately 14 million Euro, including 4.48 million Euros are earmarked for 

capital expenditures (investments), out of which foreign assistance covers 63.7%.  

 
Figure 2. Budget for Vocational Education Programme (in 000 ALL)11 

VT is included in the “labour market” programme of the MoSWY, where for the period 2004-2015, 

approximately 62% of the budged had been planned for passive labour market policies as 

unemployment benefits. In 2015, this figure has been lowest, spending 49% of the budget for 

labour market. ‘Salaries and social insurance’ within this programme represent 17% of the total 

budget for the period 2004-2015 (19.3% for 2015), while for investments only 5% had been 

earmarked, as an average rate for this period of 11 years. Investment reached 11% of budget 

spending planned for 2012, while for 2015 only 2.9% of budget spending are planned for 

investments (see Annex 2 for respective data of tangible and intangible capital expenditure).  

 

Monitoring reports from the MoF regarding budget expenditures show that the planned budget is 

not fully spent, especially for capital expenditures (tangible and intangible), particularly for VE. For 

example in 2011 only 34.5% of budget earmarked for capital expenditure in VE was spent, while 

in 2013 only 47%. This was due to the failure or delays of tendering procedures, as well as budget 

cuts. Among current expenditures not realized in VE are vocational teacher training and curricula 

development. In addition to the MoF monitoring reports, further information from the MoES would 

be required to identify the reasons for the low disbursement rates. 

                                                                 
11Calculations from MoF tables of approved budget, accessed at: 

http://www.financa.gov.al/al/raportime/buxheti/buxheti -ne-vite 
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Further analysis of the budgetary programmes is needed, especially for VT, since all (passive and 

active) labour market policies are lumped together in the same budgetary programme. Also, 

administrative costs of MoSWY staff of Employment and VET General Directory and NAVETQ, have 

to be analysed according to different programs. Furthermore, funds spent by LGUs for VS 

maintenance and utilities, and dormitories serving only VE students, could not be identified. Thus, 

it is quite impossible with the actual level of disaggregated public data to come up with a figure of 

the budget for VET. Total spending on VET is difficult to measure also because other sources of 

funds, such as direct contributions from donors to VET providers, other donations and 

students/parents’ contributions are not fully reported in an integrated accounting system. The latter 

contributions have not even been formalized in any way. In the table below, budget items are 

grouped according to main categories, and further information is provided on the allocating 

institution and the need for funds. 
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Table 2. VET budget items 
Budget item Category  MoSYY MoES NES LGU VT C

/VS 

Donor

s 
Notes12 

Salaries & 
Social 

Insurance 

VS administrative staff, 

teachers & instructors 

x 

 
   x  Pay level in public institutions is regulated by law and is considered not attractive for full-

time teachers/instructors in technical profiles who can receive a higher pay in industry. 
Better performance is not remunerated.  

Own-generated income was used for remunerating overtime or hiring part-time 
instructors, but the law sets a maximum limit for overtime hours, that’s why teachers and 

instructors are not willing to be engaged in extra activities. Part-time instructors’ salary 
is not attractive, which causes difficulty in enrolment. 

VTC administrative staff 

and instructors 

  x  x  

VS dormitory staff    x   Dormitory staff is paid under LGU pay categories. Education supervisors don’t have the 

teacher status, as they used to have under MoES. This is reflected in the pay 
level/structure as well. 

Joint schools adm. staff and 

general subject teachers 

 x     Gymnasium teachers cover general subjects also in technical profiles. These costs & 

overheads have not been transferred to MoSWY. 

VS guards and cleaners    x x  Some VSs operate in shifts and additional guards or cleaners are paid by the VS, mostly 
informally 

Operational 
expenses 

Consumables for VS x    x  Since January 2015 all VSs have funds earmarked for consumables. Still, they do not 
meet all needs, so VSs cover these needs with own-generated revenues. Students 

contribute, as well. 

Consumables for VTC   x  x  Compared to VSs, VTCs are better equipped with consumables. Partly covered by income 
if generated.  

Machinery & tools for VS x     X 21.5% of cases, needs for tools and equipment were partly or fully met  

Machinery & tools for VTC   x   X 88% of cases, needs for tools and equipment were partly or fully met 

Utilit ies for VS    x   In previous cases where LGUs did not fulfil this obligation, MoES paid directly or allocated 

funds to the VSs.  

Utilit ies for VTC   x    Needs covered 

Maintenance for VS    x x  Barely covered by LGUs, and often students’ contributions are used for emergent needs 
of small repairs, painting, repairs of windows/ doors etc. 

Maintenance for VTC   x    Needs covered 

Other running costs x  x    Insufficient budget for extracurricular activities, teacher training etc. 

VS dormitory x   x   Covered through conditional transfer and funds for scholarships by central government, 

but most of the buildings and pieces of furniture are in need of repair, accommodation 
and catering needs improvement. 

Investments 
(capital 

expenditures) 

VS buildings/ infrastructure x   x  x Inefficiency in investments and the use of VET network.  

Need for reconstructing school/workshop buildings in more than 50% of VSs.  

VTC buildings/  

infrastructure 

x  x   x Many cases of inefficiencies (small number of trainees) and need for new buildings in 

some cases. 

VS Equipment   x    x X 

                                                                 
12 Majority of background information on conditions is referenced to GIZ/ETF baseline, 2014 
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VTC Equipment x    x X In 52% of VS and 88% of VTCs the needs for equipment are partly or fully met. 

Investments in high-value equipment are made available and allocated from MoSWY 
(centralized procurement), while VET providers cover low value investments directly. 

Income generated can cover these expenses only partly. 

VS generic/office 
equipment 

x     X Need for improvement. The funding procedure for PC, photocopies etc., is the same as 
for equipment  

VTC generic/office 
equipment 

  x   X Covered   

VS dormitory    x  X Most of the buildings need reconstruction and especially heating systems. Expenses 

covered through conditional transfer by central government 

Other 

Scholarships x   x   DCM on scholarships is updated annually and regulates the scholarship amounts, 
procedures, and beneficiaries which for 2014 were students: with a residence more than 

5 km away from the VS; coming from poor families; enrolled in a profile of strategic 
importance to the economy and having good academic records; resident in deprived area 

in north-east and south-east Albania; or belonging to other specific vulnerable groups. 
Scholarships cover dormitory costs and personal expenses. 

MoSWY plans the scholarship funds and transfers them to the LGU where the dorm is 
located. Additional scholarships can be awarded by the LGU, even if not obliged by law. 

For the students in the first year, the LGU where the student comes from, takes a decision 
whether the student is awarded a scholarship. For the following years, the decision is 

taken by the LGU where the dorm is located. The procedure to assess the right for 
scholarships is evaluated to take too much time (often allowances for the first month of 

the academic year are settled in December). Monthly allowances are paid out by the 
dormitory administration or into the students/ parents’ account if there is no possibility 

for accommodation in the dorm. Dormitories don’t report to MoSWY for the services 
provided to the students. 

Transport        Not subsidized. Students travelling every day from rural surrounding areas pay 

transportation privately. 

Students insurance x      Life insurance costs for the students during internships have to be covered by the 
“vocational education” budgetary programme. According to the DCM, an annual 

internship plan should be prepared followed by signed contracts with private businesses 
and NAVETQ. There is no such provision for trainees. Nevertheless, this expense is not 

covered in most cases but paid by the students themselves. 

 

 



20 

4. Key challenges on Albanian VET system financing 
 
Following the previous analysis of the processes, the role of the various actors role and by different 

budget categories, the main challenges are summarized below.  

 
VET system is underfunded 

For many years now analyses of the VET financing system have shown a high level of underfunding. 

While students’ enrolment has increased, the budget for VE has slightly decreased. More precisely, 

more funds would accommodate these identified needs: 

- Providers require highly trained teachers and instructors but salary levels, that follow the 

fixed grading scheme of the public system, are not attractive. Furthermore, there are no 

funds for teacher training, at least at providers’ level. 

- The needs for operating/running costs of the VET providers are not fully met, particularly 

for consumables. The situation deteriorated in the last years when the budget for 

operational costs decreased. Before January 2015, there were VSs who had not received 

funds for operational costs for many years, which hampered the implementation of the 

institution-based practice hours of curricula, if not making them impossible. 

- Investments in infrastructure are needed especially in VSs buildings and workshops (new 

buildings or reconstruction).  

- Investments are needed for workshop and generic (PCs, copiers, telephones etc.) 

equipment. 

- NAVETQ, with a view to be fully operational and support the system with updated frame 

curricula for both VE and VT, qualification and certification standards, etc. needs more 

human and financial resources. 

- Funds for extra guards and cleaners in VSs operating in shifts need to be covered as well. 

- No funds are available extracurricular activities. 

- Scholarship amounts are too low and not attractive, and so is the level of services in 

dormitories. 

- Dormitories do not offer optimal conditions for students’ accommodation. Most of the 

buildings are in dire need of repair, while new dorm buildings are needed close to some 

VSs. 

- Students coming from rural areas and in need for transportation pay for transport 

themselves. 

- Students’ social, health and pension contributions, as well as accident and life insurance 

premiums during business internships should be planned as part of the budget. 

 

Additional sources of funds need to be explored to cover this long “shopping list”. Sustainable 

solutions are needed through higher budgetary transfers, which could be topped up by additional 

revenues generated by VET providers through offering training products and services, participation 

in projects and various kinds of support from businesses. The latter could be given fiscal incentives 

for such contributions.  
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Lack of national VET planning system  

The state budget for VET is planned mainly based on historical data by adding or subtracting figures 

from different programmes and items, in line with given budget ceilings and is not used proactively 

as a basis for internal management and control. Decisions on the opening of new profiles or new 

schools were in some cases not linked to regional or sectorial needs, as identified e.g. by the Skills 

Needs Analysis carried out by the NES, and are not based on cost/student or cost/trainee analyses. 

The MoSWY doesn’t have accurate background information on the costs for opening new 

programmes or providers or increase the number of students. There is no procedure at the MoSWY 

to prioritise investment projects. 

 
VET providers financial autonomy 

Public VET system budget formulation and management is centralised at the MoSWY level and 

dependent economic units have limited delegated functions, mainly on budget execution, with the 

latter being strictly controlled by the MoF treasury system. They control expenditure documents 

and invoices a second time (after MoSWY control), delaying this way disbursement (influenced by 

the cash flow plan and availability of liquidity). On a provider level, the lack of financial autonomy 

has been widely discussed, however rather with a view to enhance the possibility to generate and 

retain revenues to directly cover expenses. By law VET providers are allowed to generate income, 

and they are exempt from taxes for economic activities. However, as per the existing legislation, 

there is both ambiguity to generate such income and limited possibilit ies to use related revenues. 

The highly centralized nature of VET system management is another impeding factor when it comes, 

for example, to opening additional programmes or courses. Figure 3 below shows the level of 

revenues, which had been planned to be generated by both VTCs and VSs for the past 12 years, 

as well as the budget expenditures these additional revenues were supposed to cover in VE and in 

VT (here called ‘labour market’).  

Figure 3. Income planned to be generated (in 000 ALL) 13 

Basis of income generation and use in Albanian budgetary system is predictability. Level of income 

expected to be generated and destination of this income, has to be predicted and reflected in the 

budget plan. As can be noted, both VS and VTCs had planned additional revenues for the period 

                                                                 
13 Data of the state budget law, accessed at: http://www.financa.gov.al/al/raportime/buxheti/buxheti -ne-vite 
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2004-2012, while only VTCs continued to plan for 2013-2015. Generally, the forecasted income 

level decreased over the last years. For three years now VSs are not planning additional revenues, 

while the income generation level of VTCs decreased due to the labour market policy offering 

training courses with a zero fee for job seekers.  If in 2012 only 5% of trainees were benefiting 

from zero fee training courses, in 2014 this figure raised up to 62%. Number of job seekers trained 

almost tripled in the period 2012-2014 (NES statistics, 2015).  

 

In absolute figures, the planned revenues of VET providers varied in different years. VTCs have 

generally aimed to generate an average level of 100,591 Euros from training fees per year. In 

contrast, VSs planned 59,646 Euros of extra income per year, mainly through the sales of products.  

 
Figure 4. Expenditure plan for income to be generated (in 000 ALL) 

 
According to current legal provisions, additional revenues generated by the provider should be used 

to cover expenses in line with their mission and activities that produce these revenues. In other 

words, the income can be used, up to a maximum of 90%, for the payment of teachers’ and 

instructors or part time instructors’ extra hours, for consumables used, and investments (in the 

form of equipment depreciation or low value investment). Analysis shows that a maximum of 2.2% 

of costs for goods and services (operational costs) were expected to be covered in VE in 2009 and 

30% of salaries in VTCs in 2004.  

 

In general, VTCs generated a higher income (which forms the basis for planning in the following 

year). Their main source of income are training fees, which are easy to predict and collect. 

Furthermore, a joint decision of the Ministry of Social Welfare and the MoF regulates the planning 

and use of these revenues. For VSs, is more difficult generate additional revenues by selling goods 

produced in the workstations of industrial, agricultural or economic schools, because of required 

access to the market. The regulation that specifies how to use these revenues is not comprehensive 

and restricts the possibility to the generation of income by schools to what they produce at their 

workstations. According to this regulation, providers were allowed to open a current bank account. 

The low financial management capacities in VSs, which was partly due to the absence of financial 

officers in most VSs, prevented providers from income generation. Uncertainties in connection with 

ongoing reforms in the system, including staff turnovers, were a further impediment for schools to 

generate income through economic activities. 

 

Current legal procedures require that own-generated income should be debited to the VET 

provider’s treasury account, and could be used only after MoF approval of the expenses coverage 

plan (as part of the budget plan) and the cash flow plan. Revenues generated fall under the 
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category “income within the limit”, which means that unspent funds cannot be carried forward to 

the following year. The low capacities of VET providers to estimate their extra income, alongside 

with liquidity issues at central level which causes delays in the transfer of monthly instalments, 

discourage VSs from engaging in income generation activity.  

 
Informality and scattered information on  funding sources and expenses 

The high level of centralization in the VET financing system, a limited understanding and application 

of legal provisions due to the lack of financial officers in some VSs and the immediate need to cover 

costs, led to ad-hoc solutions for VSs (while processes in VTCs are highly formalized). In several 

cases, additional income were deposited into bank accounts, sometimes in the name of the VS 

director if the VS didn’t have a tax identification number (NIPT). In these cases, all records are kept 

at the provider level. Transactions are registered, not following standard procedures, and reported 

to the VS board, but not to the central level (MoES/MoSWY). The same procedure is followed for 

students’ contributions and/or donations.  

 

Several VET providers benefit from contributions by local businesses or international donors 

operating locally (e.g., in Korça the Dorcas assistance for all providers) and paying for items such 

as consumables, equipment etc. There are cases of providers who manage funds generated through 

projects (e.g., EU/EC project for inclusive education in Beqir Cela and Isuf Gjata). In most of the 

cases, these contributions are not reported and not integrated in a comprehensive system showing 

all the funding sources and destinations. VSs have never been audited. 

 

Since January 2015, under MoSWY management, all VET providers, have received a tax 

identification number and a financial officer (full time or part time). Although progress has been 

made and things are being formalized, there is a big need for capacity building in financial 

management and clear rules and procedures.  

 
Low accountability of local government  
 
In the context of decentralization, LGUs have a joint responsibility for pre-university education. To 

accomplish this role, each year, LGUs receive an annual budget from central government in the 

form of unconditional transfers to be used for school buildings maintenance & utilities; conditional 

transfers earmarked for dormitories and scholarships; and conditional grants from the MoSWY, or 

on a competitive basis, from the RDC for investments in school buildings. The use of unconditional 

grants for education does not follow a “per student” formula and, in most cases, obligations with 

regard to school maintenance are not met.  

 

This applies to all school buildings in pre-university education (as can be seen from previous reports 

on capital investments in pre-university education), but is particularly evident for VSs which are 

generally regarded as second priority due to their low number in each LGU, the higher cost per 

student, and exceptions becoming rules. Some VSs had a national status, which meant that they 

managed their own budgets (excluding capital expenditures) and had a direct reporting line with 

the MoES. National schools were the biggest and better equipped VSs. In cases where LGUs did 

not cover maintenance and utility costs, funds were covered by the MoES, as a kind of emergency 

solution. Although never formally decided, some of the VSs were considered central government 

priority.  
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LGUs don’t report on the unconditional transfers used (or not used) for VE and are not audited in 

this respect. Reports are missing for the services offered in dormitories as well. With regard to 

capital investments, LGUs are not proactive in terms of applying for RDC grants. The new territorial 

reform is expected to delegate more functions to LGUs, but for the time being responsibilities in 

the fields of education, or VE for that matter, are still to be defined. What remains the case for now 

is that LGUs do not fulfil their tasks with regard to VE. LGUs don’t have any responsibility in VT.  

 
Lack of business participation  

In many advanced VET systems (such as in German-speaking countries), the private sector 

contributes to VET in a dual system, by offering facilities for practice, by making available instructors 

and by supporting the design of standards and curricula, teacher training, exams etc. In countries 

where the business sector has been less proactive, different schemes were designed to generate 

funds from businesses and make them more aware about the benefits that this system could offer 

to them. In Albania, the NESDF is proposed to be created, in the frame of the revised Employment 

Promotion Law. Business are expected to contribute to this fund with a certain percentage of their 

profit-tax (if an agreement with the fund is signed). It is not clear at this stage whether this fund 

will support only VT as an active labour market policy or VE as well. 

 

Businesses very often refuse to accept interns/apprentices because of restrictive labour regulations. 

Changes to the labour code (2015) require businesses to pay students during their 

internship/apprenticeship period, but respective remunerations have to be decided by a DCM which 

has not been issued yet. Costs for the insurance of VS students are not always covered by the 

responsible institution, while, for VTC trainees, no formal regulation is in place. The completion of 

the legal framework in this regard is an indispensable step towards getting the business sector on 

board. 

 
Inefficient capital expenditure 

Investments in the VET infrastructure, including both buildings and major items of equipment, are 

not in line with the needs. This is so not only because of the limited funds available, but also 

because of the low level of procurement capacities, the low quality of construction, and the 

inefficient use of facilities compared to the number of students served. Investment funds were 

absorbed only partly, especially in VE, as a result of low interest of local governments to apply for 

the Regional Development Fund, and the failure of tendering procedures due to the bidding 

construction companies not being able to fulfil the standards, especially when international bidding 

procedures were applied by the donor (WB case). Several new school buildings are not suitable for 

VET (space for workshops lacking, insufficient number of plugs, no washing rooms etc.) and there 

were major problems with the quality of works carried out for new or reconstructed buildings (the 

VS in Lezha is being rebuilt, the dormitory for Arben Broci school couldn’t be used). The contracting 

authority (MoES in the case of latest IPA I investments) didn’t publish any specifications for how 

VET buildings should be constructed, and there was a lack of accountability. Furthermore, there is 

an issue of VS or VTC buildings being underutilized. This inefficiency is partly as a result of 

incomplete and not formative budget reporting and monitoring system in public sector, which based 
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on previous OECD assessments14, is mainly financial and not containing full information about  

performance. 

 
Lack of a coherent VE and VT financing system 

The budgets for VE and VT are currently planned under different MoSWY programmes. VT and VE 

providers still follow different financing regulations, which has been the heritage of the two types 

of institutions falling under the jurisdiction of different ministries – the MoES and MoSWY. VTCs 

operate under the auspices of the NES and have fairly consolidated financial management systems, 

even if there is room for increased efficiency. In contrast, VSs depend directly from the MoSWY; 

they have multiple sources of funding, different statuses and differ a lot in terms of their capacities.  

VSs rely much on LGUs. Some of the joint schools who offer VE programmes, operate under the 

MoES. Former VSs with a local school status do not have any experience in managing funds and 

depend on the MoES for investments, REDs for teacher salaries and office equipment, LGUs for 

maintenance, utility and even inventory keeping. This is overly complex and has led to a lack of 

capacity to deal with delegated responsibilities. As previously discussed, income generation rules 

in place are different for VTCs and VSs. For the latter, such rules are even incomplete. An integrated 

network of unified VET providers with the ultimate goal of becoming Multifunctional Centres 

requires also a comprehensive and unified legal basis. 

 
Incomplete, fragmented and partly unclear legal framework 

Below the list of laws, DCMs or instructions is provided that regulate VET financing. 

Table 3. Legal framework on VET system financing 
Law/by law instruction Issue identified 

Law no. 9936, date 26.06.2008 “For Budget system 
management in Republic of Albania”  

Frame law that applies to all institutions. Defines general 
rules and definitions. 

MoF instruction, No. 8, date 29.03.2012, “On standard 

procedures to prepare medium term budget” 

Standard instruction on the process of MTBP. Defines 

joint responsibilit ies with local government. 

MoF Instruction, no.7, date 28.02.2014, “On Medium Term 
Budget Planning 2015-2017” 

Annually updated. If there are changes, these should be 
mentioned in this instruction. 

MoF Instruction, no. 7/1, date 28.02.2014, “On the local 
budget planning 2015-2017” 

Annually updated. If there are changes, these should be 
mentioned in this instruction. 

Law No. 160/2014, “On the state budget 2015” Annually updated. Annexes on the allocation. 

MoF instruction, No.2, date 06.02.2012, “On the standard 
procedures of budget execution”  

Standard instruction on budget allocation and 
disbursement. Defines roles and responsibilit ies. 

MoF instruction, No. 2, date. 09.01.2015, “On the budget 

execution for 2015” 

Annually updated. It explains if additional revenues are 

within or outside the limit, as well as details of the cash 
flow plan.  

Law no. 8744, date 22.02.2001 on “Transfer of state real 

estate property to local government units”, changed with 
Law no. 9561, date 12.06.2006 

LGUs receive the ownership of properties of institutions 

where education takes place. CoM decides if the request 
for ownership is approved or not. 

DCM no.502, date 16.4.2008, “For the administration of 
pre-university education dormitories”, changed with DCM 

no.1710, date 29.12.2008 

Dormitories are administrated by the LGUs. Employees 
in dormitories are part of LGU list of employees. 

DCM No.710, date 29.10.2014, “For financial quota of food 
in dormitory canteens, scholarships and students 

payments in public education institutions, for academic 
year 2014-2015” 

Annually updated. Decides on the beneficiaries of 
scholarships, the amount of the scholarship and 

procedures for planning, allocation and disbursement. 
Involves MoSWY, LGU, dorm, and student. 

                                                                 
14 Klepsvik, Knut , et al. (2014), “Budgeti ng in Albania”, OECD Journal on Budgeting, Vol. 13/2., Retrieved at: 

http://www.oecd.org/gov/budgeting/Budgeting-in-Albania.pdf 
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DCM no.432, date 28.06.2006 “For the creation and 
administration of incomes generated by budgetary 

institutions” 

All revenues have to be transferred to the unique 
treasury account of the institution. This creates 

centralization and lack of flexibility. 

MoF and MoE Instruction No. 33 date 10.06.2006 “For the 
creation and the administration of incomes generated by 

budgetary education institutions” 

Education institutions are allowed to generate revenues 
through economic activity and can use 90% of them. 

MoF and MoE Decision No. 161 date 03.04.1995 “For the 

organization, management and financing of the 
workstations in agricultural, industrial and economic 

schools” 

Allows income generation through economic activities. 

Has limited application to agriculture and industrial 
workstations and doesn’t provide instructions on 

accounting procedures and using the revenues 
generated. 

Law no. 8438, date 28.12.1998 “For taxes on incomes” – 

updated 

Income generated by education institutions is exempt 

from tax. 

Law No.9121, date 28.7.2003, “On competition provision”, 

updated with law no. 9499, date 03.04.2006, Law no. 
9584, date 17.07.2006 

Goods and services sold by VET providers don’t break 

the law on competition as they do not have a dominant 
market share. 

DCM No. 500, date 22.05.2013, “On the support, criteria 

and conditions to benefit support by private companies 
that accept VE students for practice” 

Students’ allocation to practice places in private 

companies is planned annually and based on contracts 
signed by NAVETQ. Costs for accommodating students 

are “deductible expenses”. Students’ life insurance is 
planned in VE budgetary programme. VTC trainees are 

not covered. 

DCM No. 77, date 28.1.2015, “For the obligatory 

contributions and benefits from social and health 
insurance” 

The employer pays minimal social and health system 

contributions for students during unpaid practice period. 
Trainees are not included 

Law on Labour Code, amended in 2015 “Additions and 

changes to the law no. 7961, dated 12.07.1995, “Labour 

Code in the Republic of Albania”, changed  

CoM may impose a remuneration, lower than the 

national minimum wage, in cases of apprenticeship in 
the dual VET system. No DCM was prepared for this 

5. Possible solutions and revisions of the legal framework  
 
There is an issue of revising the legal framework to regulate, among others, VET financing issues 

with a view to lay the ground for VET reforms toward creating a unified, decentralized system and 

one that is responsive to labour market needs. Suggested solutions are as follows: 

 

Budget planning for VET system: 

- The entire budget for VET should be planned through an integrated budgetary programme 

called “Vocational Education and Training”. 

- Funds planned for VSs, which are currently part of the unconditional transfers to local 

governments, should become part of MoSWY ’s “Vocational Education and Training” 

budgetary programme.  

- All funds for VET shall be channelled through the NESDF.  

- Local Governments are allowed to contribute to VET providers’ budgets, or ’order’ and pay 

for specific training measures, using their own budgets and/or donor projects. 

- Global budget planning for VET by the MoSWY should take into consideration labour market 

and sectoral priorities and is, over time, based on realistic cost indicators and a “per 

programme/ course” and “per capita” funding formula. These financial indicators are 

calculated and regularly updated by the NAVETQ and made public by the MoSWY. (capacity 

building and international expertise are needed in this regard) 

- The NAVETQ to elaborate, and the MoSWY to approve, standards for VET infrastructure 

facilities for each VET programme area. After having reorganized the VET providers’ network 

in line with existing recommendations and in an attempt to make economies of scale, 

MoSWY creates a technical secretariat to prioritize investment needs to upgrade the VET 
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infrastructure (both buildings and workshop equipment), based on clear criteria (point 

system) and a transparent process.  

- The MoSWY or other institutions or donors make available, through the NESDF, additional 

grants for VET providers for specific innovation and development projects that contribute to 

raise the quality in VET. They can benefit from such funds, following a competitive and 

transparent procedure.  

- More effective incentives should be given to companies to share the costs of education and 

training or to receive interns or apprentices and the same incentives/ rules be applied like 

for the subsidised employment programme for jobseekers by NES 

- Dormitories should be considered part of the VET providers premises and structures and 

hence, are integrated into the budget management system of VET 

 

Budget allocation for VET providers 

- There is one Fund for the entire VET budget and one institution responsible for managing 

this Fund, including budget transfers to VET providers. 

 

VET provider financial autonomy 

- VET providers can generate income through trainees’ fees, products sold as a result of their 

activity or services offered to third parties within their mission (skills development), through 

renting facilities or other forms allowed by law. 

- The income generation activity has the ultimate goal of improving the service offered at VET 

provider and should by no means aim at making profits. 

- VET providers can directly apply for funds from different national or international 

programmes and manage the grants. 

- VET providers can fix training fees for planned courses  

- The State budget guarantees the offering of programmes approved at national level. 

However, VET providers are allowed to offer additional programmes or courses and are self-

responsible to cover financial costs through training fees, own revenues, public-private 

partnerships, donor projects or other sources. 

- A VET provider opens and manages one bank account through which all transactions are 

effected, following the rules of sound financial management (manuals, templates, IT 

systems and training needed for that).   

- A VET provider prepares an annual financial plan, which also includes expected own 

revenues, which is discussed and endorsed by the VET board. The plan might be adjusted 

midway through implementation (by 1 July). 

- VET providers can use 100% of the income generated. 

 

Reporting 

- VET providers operate and follow the legal incl. accounting procedures as non-profit-making, 

public institutions. 

- VET providers report to their boards about budget execution at the end of each quarter and 

submit their annual budget execution report to the National Agency for Employment and 

Skills once per year  (by 31 January of the following year). 

- Budget management and execution may be inspected by the State Supreme Audit and 

MoSWY audit. 
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- The National Agency for Employment and Skills provides instructions, templates, IT systems 

and training on VET provider financial planning and reporting. 

 

Students’ benefits 

- Contributions to national social, health and pension systems, as well as accident and life 

insurance premiums for students or trainees undertaking practice periods in companies are 

planned as part of the MoSWY budget for VET, transferred to VET providers by the National 

Agency for Employment and Skills and paid out to companies from the VET providers. 

- The DCM on scholarships is extended to cover all students/trainees in need of assistance 

with a view to increase enrolment or support excluded categories.  

- Partial or full subvention of transportation for students/trainees in needs of assistance is 

considered to help them get to their places of learning (including to company practice 

places). 

 

 

OTHER 

- DCM No. 500, date 22.05.2013, and DCM No. 77, date 28.1.2015, to be updated and include 

trainees 

- Grant on VET, to be included as separate grant on the annual law for budget, Annex 3/1 of 

Regional Development Fund (pillar I, point c) 

- NESDF supportive legal framework to be developed. All types of VET providers can benefit.  
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ANNEX 1. Principles of budget system 
 

According to OECD (2014)15:  

1- budgets should be managed within clear, credible and predictable limits for fiscal policy; 

2- budgets should be closely aligned with the medium-term strategic priorities of government;  

3- the capital budgeting framework should be designed to meet national development needs 

in a cost-effective and coherent manner, budget documents and data should be open, 

transparent and accessible;  

4- debate on budgetary choices should be inclusive, participative and realistic; budgets should 

present a comprehensive, accurate and reliable account of the public finances;  

5- budget execution should be actively planned, managed and monitored;  

6- performance, evaluation and value for money should be integral to the budget process;  

7- longer-term sustainability and other fiscal risks should be identified, assessed and managed 

prudently;  

8- the integrity and quality of budgetary forecasts, fiscal plans and budgetary implementation 
should be promoted through rigorous quality assurance including independent audit.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                                 
15 http://www.oecd.org/gov/budgeting/Draft-Principles-Budgetary-Governance.pdf 
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ANNEX 2. Planned budget for Vocational Education and Labour Market (2004-2015), in 000 ALL 
 

  600 601 602 603 604 605 606 230 231 Total 
 

                             Item  

 

Programme  Salaries Social insurance goods and services subventions 

other internal 
current 

transfers 

foreign 
current 

transfers 

Transfer for 
families and 
individuals 

Intangible 
capital 

expenditure 

Tangible 
capital 

expenditure Total 

2015 
vocational education 943060 152510 220000 0 0 0 8000 0 627692 1951262 

from income 0 0 0 0 0 0 0 0 0 0 

2015 
Labour market 340000 56000 151000 450000 0 0 1000000 0 60011 2057011 

from income 0 0 4000 0 0 0 0 0 1443 5443 

2014 
vocational education 1550000 250000 270000 0 0 0 6000 0 408262 2484262 

from income 0 0 0 0 0 0 0 0 0 0 

2014 

Employment and 
VET 333000 54000 140000 271000 9450 0 1000000 0 32550 1840000 

from income 3000 0 10000 0 0 0 0 0 6550 19550 

2013 
vocational education 1443145 250520 281000 0 0 0 6000 0 440000 2420665 

from income 0 0 0 0 0 0 0 0 0 0 

2013 
Labour market 335000 54000 63000 90000 0 0 1000000 0 35000 1577000 

from incomes 3000 0 4000 0 0 0 0 0 5000 12000 

2012 
vocational education 1356114.32 214567 231000 0 0 0 6000 0 744742 2552423 

from incomes 0 0 0 0 0 0 0 0 0 0 

2012 
Labour market 323396.024 51695 71300 90000 0 0 1000000 0 190800 1727191 

from income 3000 0 4000 0 0 0 0 0 8000 15000 

2011 
vocational education 1349474 206350 400000 0 0 0 10000 3833 504877 2474534 

from income 2000 0 3000 0 0 0 0 0 0 5000 

2011 
Labour market 330250 50430 73500 100000 0 0 1100000 0 67000 1721180 

from income 0 0 5000 0 0 0 0 0 5000 10000 

2010 
vocational education 1276000 202284 525000 0 0 0 0 6250 575234 2584768 

from income 1000 0 5000 0 0 0 0 0 0 6000 

2010 
Labour market 311800 49900 92000 200000 0 0 900000 0 124000 1677700 

from income 1000 0 6000 0 0 0 0 0 5000 12000 



31 

2009 
vocational education 1390000 250000 409000 0 0 0 0 5998 545102 2600100 

from income 5000 0 9000 0 0 0 0 0 0 14000 

2009 
Labour market 281800 46000 88000 200000 0 0 1000000 0 91000 1706800 

from income 1000 0 5000 0 0 0 0 0 5000 11000 

2008 
vocational education 1455594 287406 302000 10000 0 0 0 1700 573300 2630000 

from income 0 0 6000 0 0 0 0 0 0 6000 

2008 
Labour market 255500 54000 100000 200000 0 0 1000000 0 185870 1795370 

from income 5000 0 7000 0 0 0 0 0 0 12000 

2007 
vocational education 1326467 269151 281000 10000 0 0 0 8000 452200 2346818 

from income 1870 0 2000 0 0 0 0 0 4000 7870 

2007 
Labour market 242371 48021 53500 120000 0 0 1102100 0 158000 1723992 

from income 3000 0 3000 0 0 0 0 0 1000 7000 

2006 
vocational education 816074 212963 251750 15000 0 0 0 14300 425700 1735787 

from income 2494 0 1750 0 0 0 0 0 4000 8244 

2006 
Labour market 43700 9800 24000 120000 0 0 1040000 0 71100 1308600 

from income 0 0 4000 0 0 0 0 0 5000 9000 

2005 
vocational education 761573.782 213963.2 255500 14000 0 0 5000 617400 0 1867437 

from income 2993.841 0 3500 0 0 0 0 4000 0 10493.84 

2005 
Labour market 56000 10000 26000 100000 1010000 0 0 93000 0 1295000 

from income 15000 0 6000 0 0 0 0 8000 0 29000 

2004 
vocational education 601294 163205 247900 20000 0 0 0 117000 0 1149399 

from income 2977 0 3219 0 0 0 0 3000 0 9196 

2004 
Labour market 57000 9000 40000 200000 1300000 0 0 0 0 1606000 

from income 17000 0 10000 0 0 0 0 0 0 27000 

 


